Risk eNews: June 26, 2001

"LIFFE Weather Indices To Reduce Specific Risk For Weather Derivatives"

LIFFE plans to launch three European weather indices on July 10, 2001, the London International Financial Futures and Options Exchange said, in a move that will add liquidity to the electricity markets.

The indices will be available daily on the LIFFE website

(www.liffe.com) and are intended to help promote the growth of trading in weather products.

The indices will be based on temperatures in London, Paris and Berlin.  Data will be taken from domestic meteorological offices: the Met office in

the UK, Meteo France in France and DWD in Germany. The indices will be based on the "monthly mean of daily average temperature," LIFFE said. This is calculated by taking the midpoint between the minimum temperature of the day and the maximum temperature of the day, combined with averages for the month to date to form a cumulative average for the month.

"We have chosen to focus on average temperature rather than heating degree/ cooling degree days as this has the benefit of consistency all year round and remains relevant."

Source: RiskCenter
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